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Notice  is  hereby  given  that  the  Deprart- 
ment  of  Housing  and  Urban  Develop¬ 
ment  (HUD)  proposes  to  amend  Chapter 
Vin  of  Title  24  by  adding  a  new  Part' 
868. 

This  proposed  rule  codifies  previously 
uncodifled  requirements  and  procedures 
for  participation  by  Public  Housing 
Agencies  (PHAs)  in  the  Low-Income 
Housing  Modernization  Program.  The 
Modernization  Program  provides  funds 
to  PHAs  to  finance  capital  improvements 
in  PHA-owned,  low-income  housing  proj¬ 
ects  (including  conveyed  Lanham  and 
Public  Works  Administration  (PWA) 
projects)  that  appreciably  extend  their 
useful  life,  increase  their  value  or  utili¬ 
ty,  or  make  the  projects  more  suitable 
for  their  intended  use.  The  proposed  rule 
does  not  apply  to  Section  23  and  Sec¬ 
tion  10(c)  Leased  Housing  Programs,  the 
Section  23  Hoasing  Assistance  Payments 
Program,  the  Section  8  Housing  Assist¬ 
ance  Payments  Program,  the  Low-Rent 
Housing  Homeownership  Opportunities 
Program  (Turnkey  HI) ,  the  Mutual  Help 
Homeownership  Opportunities  Program, 
or  to  Modernization  of  low -income  hous¬ 
ing  projects  undertaken  with  funds  de¬ 
rived  from  the  Commimity  Development 
Block  Grant  Program  under  Title  I  of  the 
Housing  and  Community  Development 
Act  of  1974. 

The  proposed  rule  sets  forth  eligibility 
requirements  for  an  allocation  of  Mod¬ 
ernization  Funds  to  PHAs.  These  require¬ 
ments  include  the  presentation  of  evi¬ 
dence  of  the  need  for  the  proposed  capital 
improvements,  management  capability 
to  complete  the  proposed  capital  im¬ 
provements,  compliance  with  civil  rights 
statutes,  executives  orders,  and  regula¬ 
tions,  and  a  PHA  agreement  to  correct 
deficiencies  in  management  practices. 
The  proposed  rule  prescribes  the  proce¬ 
dures  to  be  followed  by  PHAs  in  applica¬ 
tions  for  funding.  The  proposed  rule  also 
sets  forth  requirements  for  moderniza¬ 
tion  contracts,  including  labor  and  civil 
rights  provisions,  and  HUD  reporting 
requirements. 

The  proposed  rule  primarily  c(xlifies 
existing  requir^nents  and  procedures  to 
make  them  available  in  one  place  without 
imposing  new  obligations.  In  instances 
where  requirements  have  been  modified, 
such  as  HUD  review  and  approval  of 
bidding  documents  and  contract  awards 
and  the  allowance  of  Major  Repairs  as 
Work  Items,  comments  are  particularly 
solicited.  Interested  persons  are  invited 
to  submit  written  comments,  suggestions, 
objections,  or  views  with  respect  to  final 
regulations  concerning  the  subject  mat¬ 
ter  of  the  proposed  rule  to  the  Rules 
Docket  Clerk,  Office  of  the  Secretary, 
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Room  10141,  Department  of  Housing  and 
Urban  Development.  451  7th  Street,  SW., 
Washington,  D.C.  20410.  Each  person 
submitting  a  comment  should  include  the 
docket  number  and  reasons  for  any 
recommoidations. 

All  relevant  material  received  by  Sep¬ 
tember  2,  1976,  will  be  considered  before 
final  action  is  taken  on  this  proposal.  A 
copy  of  each  written  communication  will 
be  available  for  public  inspection  during 
regular  business  hours  at  the  above 
address. 

The  Department  has  determined  that 
this  proposed  rule  does  not  have  a  sub¬ 
stantial  environmental  impact  and  a 
finding  of  inapplicability  is  available  for 
public  inspecti<xi  in  the  office  of  the 
Rules  Docket  Cleiir  at  the  above  address. 

It  is  hereby  certified  that  the  economic 
and  inflationary  impacts  of  this  pro¬ 
posed  rule  have  been  carefully  evaluated 
in  accordance  with  the  OMB  Circular 
A-107. 

It  is  therefore  proposed  to  amend 
Title  24  of  the  Code  of  Federal  Regu¬ 
lations  by  adding  a  new  Part  868, 
Modernization  Program — ^PHA-Owned 
Projects,  to  read  as  follows: 

PART  868 — MODERNIZATION 
PROGRAM— PHA-OWNED  PROJECTS 

Sec. 

868.1  Purpose  and  scope. 

868.2  Definitions. 

868.3  Types  of  modernization. 

868.4  EaigibUlty  requirements  for  an  aUo- 

catk>n  of  modernization  funds. 

868.5  Resident  participation. 

868.6  Procedures  for  obtaining  approval  of 

modernization  program. 

868.7  Contracting  requirements. 

868.8  Labor  provisions. 

868.9  Requests  for  modernization  funds. 

868.10  Monitoring  and  evaluation. 

868.11  Revisions  of  the  modernization  pro¬ 

gram  budget. 

868.12  Revisions  of  the  modernization  work 

program. 

868.13  Completion  of  modernization  pro¬ 

grams. 

Authcwitt:  United  States  Housing  Act  of 
1937,  (42  UH.C.  1437  et  seq);  sec.  7(d),  De¬ 
partment  of  HUD  Act  (42  UA.C.  3536(d)) 

§  868.1  Purpctse  and  scope. 

The  purpose  of  this  part  is  to  prescribe 
requirements  and  procedures  for  Mod¬ 
ernization  by  Public  Housing  Agencies 
(PHAs)  of  PHA-owned,  low-income 
housing  projects,  including  conveyed 
Lanham  and  Public  Works  Administra- 
-tioi  (PWA)  projects,  to  upgrade  living 
conditions,  correct  physical  deficiencies, 
and  achieve  operating  efficiency  and 
economy.  This  part  does  not  apply  to  the 
Section  23  and  Section  10(c)  Leased 
Housing  Programs,  the  Section  23  Hous¬ 
ing  Assistance  Payments  Program,  the 
Section  8  Housing  Assistance  Payments 
Program,  the  Low-Rent  Housing 
Homeownership  C^^portunities  Program 
(Turnkey  m) ,  the  Mutual  Help  Home- 
ownership  Opportunities  Program,  or  to 
Modemi^tion  of  low-income  housing 
projects  undertaken  with  funds  derived 
from  the  Community  Development  Block 
Grant  Program  under  Title  I  of  the 
Housing  and  Community  Development 
Act  of  1974  (42  UH.C.  5301-5316) . 


§  868.2  Definitions. 

As  used  in  this  part: 

“Act**  means  the  United  States  Hous¬ 
ing  Act  of  1937,  as  amended  (42  U.S.C. 
1430-1437j). 

“Annual  Cfmtributions  Contract” 
(ACC)  means  a  contract  under  the  Act 
between  the  Secretary  of  the  Depart¬ 
ment  of  Housing  and  Urban  Development 
(HUD)  and  the  PHA,  containing  the 
terms  and  conditions  imder  which  the 
Secretary  makes  loans  and  annual  con¬ 
tributions  to  assist  PHAs  in  providing 
decent,  safe,  and  sanitary  housing  for 
families  of  low-income  and  provides 
Modernization  Funds  to  PHAs  to  mod¬ 
ernize  PHA-owned,  low-income  housing 
projects. 

“Force  Account  Labor”  means  labor 
employed  directly  by  the  PHA  on  a  per¬ 
manent  or  a  temporary  basis. 

“Major  Repairs”  means  Work  Items 
that  are  usually  not  recurrent,  are  sub¬ 
stantial  in  scope,  involve  expenditures 
that  would  otherwise  materially  distort 
the  level  tr^id  of  maintenance  expense, 
are  not  the  result  of  PHA  failure  to  per¬ 
form  adequate  maintenance  during  the 
period  after  April  1,  1975,  and  may  in¬ 
clude  the  replacement  of  structural  ele¬ 
ments  due  to  normal  wear  and  tear  by 
items  of  substantially  the  same  kind. 

‘'Modernization*'  means  capital  im¬ 
provements,  such  as  alterations,  better¬ 
ments,  additions,  replacements  or  Major 
Repctiis  that  appreciably  extend  the  use¬ 
ful  life  of  the  property  (site,  structures, 
or  nonexpendible  equipment),  increase 
its  value  or  utility,  or  make  it  more  suit¬ 
able  for  its  intend^  use. 

“M(xiemization  Funds**  means  funds 
derived  from  an  allocation  of  contract 
authority  under  Section  5  of  the  Act  to 
increase  the  total  development  cost  of 
the  project  for  the  purpose  of  financing 
capital  improvements  under  an  approved 
modemizatton  program. 

“Operating  Funds*’  means  all  project 
revenues  (dwelling  rentals.  Interest  in¬ 
come  received  during  the  operation  of 
the  project,  etc.),  operating  reserves, 
and  HUD  operating  subsidies  as  shown 
on  the  PHA’s  approved  operating  budget. 

“Work  Item**  means  any  separately 
ideivtifitdile  unit  of  work  constituting  a 
part  of  a  modernization  program. 

§  868.3  Types  of  modernization. 

There  are  two  types  of  Moderniza¬ 
tion,  as  follows: 

(a)  Gomprehensive  modernization  is 
a  modernization  program  for  an  individ¬ 
ual  project  that  contains  Work  Items  to 
upgrade  the  entire  project,  correct  phys¬ 
ical  deficiencies,  and  achieve  operating 
efficiency  and  economy  so  that  upcm 
completion  of  the  program,  the  project 
will  not  require  and  is  not  eligible  for 
Modernization  for  the  Work  Items 
funded  under  the  comprehensive  mod- 
emiaation  program  for  at  least  ten  years 
fnan  the  date  of  completion. 

(b)  Limited  modernization  is  a  mod¬ 
ernization  program  for  selected  parts  of 
an  individual  project  that  includes  Work 
Items  to  correct  serious  physical  defi¬ 
ciencies  and  improve  operating  efficiency 
and  ecoivomy.  W(Hic  Items  relating  to 
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energy  conservation,  compliance  with 
Federal,  State,  and  local  laws  relating  to 
health  and  ssifety,  preservation  of  the 
basic  integrity  of  the  stntctures  and  sys¬ 
tems,  and  immediate  and  demonstrable 
cost-savings  to  the  PHA  are  priority 
Work  Items. 

health  and  safety,  preservation  of  the 
basic  integrity  of  the  structures  and  sys¬ 
tems,  and  immediate  and  demonstrable 
cost-savings  to  the  PHA  are  priority 
Work  Items. 

§  868.4  Eligibility  requirements  for  an 
allocation  of  Modernization  Funds. 


To  be  eligible  for  an  allocation  of 
Modernization  Funds,  the  PHA  shall: 

(a)  Present  evidence  of  the  actual 
need  for  the  proposed  Work  Items; 

(b)  Propose  the  most  economical  way 
of  accomplishing  needed  Work  Items; 

(c)  Provide  accurate  cost  estimates; 

(d)  Limit  proposed  modernization  ex¬ 
penditures  to  eligible  Work  Items; 

(e)  Limit  proposed  Work  Items  to 
Work  Items  that  cannot  be  funded  from 
current  Operating  Funds; 

(f)  Present  a  report  on  any  previously 
approved  modernization  programs; 

(g)  Present  evidence  of  management 
capability  to  complete  the  proposed 
modernization  program  within  a  two- 
year  period; 

(h)  Agree  to  correct  any  deficiencies 
in  management  practices  for: 

(1)  Routine  maintenance  operations; 

( 2 )  Preventive  maintenance ; 

(3)  Services  and  support  from  local 
and  State  government  and  community 
organizations  for  the  project,  including 
the  ongoing  operation  of  any  recrea¬ 
tional  and  community  facilities; 

(4)  Rent  collection  policies  and  prac¬ 
tices; 

( 5 )  Tenant  selection  policies ; 

(6)  PHA  progress  in  achieving  resi¬ 
dent  employment  where  the  PHA  oper¬ 
ates  more  than  500  dwelling  imits;  or 

( 7 )  Other  PHA  management  practices 
specifically  identified  by  HUD. 

(1)  Present  evidence,  satisfactory  to 
HUD: 

( 1 )  In  the  case  of  Indian  Housing  Au¬ 
thorities  (IHAs) : 

(1)  Of  compliance  with  Title  n  of  the 
CivU  Rights  Act  of  1968  (Indian  Civil 
Rights  Act)  (25  U.S.C.  1301-1303)  or 
with  Title  VI  of  the  Civil  Rights  Act  of 
1964  (42  U.S.C.  2000d-2000d-4>  and  Title 
Vm  of  the  ClvU  Rights  Act  of  1968  (42 
U.S.C.  3601-3619) ,  as  applicable.  The  In¬ 
dian  Civil  Rights  Act  is  applicable  (Title 
VI  and  Title  Vm  are  inapplicable)  to 
IHAs  established  by  exercise  of  a  tribe’s 
powers  of  self-government.  In  the  case 
of  an  IHA  established  under  State  law. 
the  applicability  of  the  Indian  Civil 
Rights  Act  (or  of  Title  VI  and  TiUe  Vni) 
shall  be  determined  by  HUD  on  a  case- 
by-case  basis  in  accordance  with  24  CFR 
805.105;  and 

\  (ii)  Of  compliance  with  Section  7(b) 

k  of  the  Indian  Self-Determination  and 
f;  Education  Assistance  Act  (25  U.S.C.  450e 

(b)).  Executive  Order  11246  (30  FR 
12319) ,  and  Section  3  of  the  Housing  and 
Urban  Development  Act  of  1968,  as 


amended,  (12  U.S.C.  1701u)  In  accord¬ 
ance  with  24  CFR  805.106  and  805.204. 

(2)  In  the  case  of  all  other  PHAs,  of 
compliance  with  Title  VI  of  the  Civil 
Rights  Act  of  1964,  Title  VHI  of  the 
Civil  Rights  Act  of  1968,  Executive  Or¬ 
ders  11063  (27  FR  11527)  and  11246,  and 
Section  3  of  the  Housing  and  Urban  De¬ 
velopment  Act  of  1968,  as  amended. 

(j)  Propose  no  modernization  pro¬ 
gram  to  correct  construction  and  design 
deficiencies  in  projects  completed  less 
than  five  years  previously  if  additional 
development  fvmds  can  be  made  avail¬ 
able; 

(k)  Present  evidence  of  compliance 
with  HUD  regxilations  and  requirements 
under  the  Flood  Disaster  Prot^tlon  Act 
of  1973; 

(l)  Agree  to  resident  participation  in 
identifying  needed  Work  Items  imder 
S  868.5;  and 

(m)  Obtain  HUD  clearance  imder  the 
National  Environmental  Policy  Act, 
where  applicable. 

§  868.5  Resident  participation. 

The  PHA  shall  notify  the  residents  of 
the  project  to  be  modernized  and  the 
resident  organization,  if  any.  of  the  pro¬ 
posed  modernization  program,  afford 
residents  an  opportunity  to  present 
their  views,  and  consider  resident  recom¬ 
mendations.  Resident  participation  is 
advisory  only.  The  PHA  shaU  provide 
HUD  with  an  evaluation  of  resident  rec¬ 
ommendations,  indicating  the  reasons 
for  acceptance  or  rejection,  consistent 
with  the  PHA’s  own  determination  of 
efficiency,  economy,  and  need,  under 
$  868.6(c)  (7) .  After  HUD  approval  of  the 
modernization  program,  the  PHA  shall 
inform  the  residents  and  the  resident 
organization,  if  any,  of  the  approved 
Work  Items.  The  provisions  of  this  sec¬ 
tion  do  not  apply  where  only  priority 
Work  Items,  as  explained  in  §  868.3(b) 
are  proposed  because  of  the  nature  of 
these  Work  Items. 

§  868.6  Procedures  for  obtaining  ap¬ 
proval  of  a  modernization  program. 

(a)  Informal  consultation. — ^The  PHA 
shall  consult  with  the  appropriate  HUD 
Office  to  discuss  its  modernization  needs; 
to  obtain  information  and  advice  on  HUD 
policies  and  procedures,  and  to  explore 
the  availability  of  Modernization  Funds. 

(b)  Preliminary  application. — ^The 
PHA  shall  submit  to  the  appropriate 
HUD  Office  a  preliminary  application  in 
letter  form  which  shall  contain : 

(1)  The  reason  comprehensive  or 
limited  modernization  or  both  is  being 
proposed; 

(2)  A  brief  description  of  each  Work 
Item  proposed  for  each  project  and  the 
estimated  amount  of  Modernization 
Funds  needed  to  finance  each  Work 
Item; 

(3)  The  reasons  the  Work  Items  pro¬ 
posed  cannot  be  financed  from  current 
Operating  Funds : 

(4)  A  brief  description  of  moderniza¬ 
tion  Work  Items  previously  approved, 
but  not  completed,  for  each  project,  in¬ 
cluding  the  current  status  and  any  sig¬ 
nificant  problems; 


(5)  A  listing  of  total  Modernization 
Funds  previously  approved  by  HUD. 
monies  previously  provided  to  the  PHA, 
and  monies  expended  by  the  PHA  to  date ; 

(6)  An  estimate  of  additional  Modern¬ 
ization  Funds,  if  any.  needed  to  complete 
previously  approved  modernization  pro¬ 
grams; 

(7)  A  brief  description  of  resident  par¬ 
ticipation  in  identifying  needed  Work 
Items;  and 

(8)  A  report  on  the  status  of  the  PHA’s 
tenant  selection  and  assignment  plan 
and  whether  the  PHA  has  any  outstand¬ 
ing  complaints  or  lawsuits  against  the 
PHA  alleging  violations  of  civil  rights 
statutes.,  executive  orders,  and  regula¬ 
tions. 

(c)  HVD-PHA  joint  review. — The  PHA 
shall  participate  in  an  on-site  review 
with  the  appropriate  HUD  Office  to  de¬ 
velop  a  mutual  agreement  on  the  scope  of 
the  proposed  modernization  program 
and  the  details  of  the  final  application. 
The  joint  review  shall  include: 

(1)  On-site  inspection  of  the  proposed 
Work  Items  for  each  project,  the  time 
for  completion,  the  method  of  accom¬ 
plishment  (by  contract  or  Force  Account 
Labor),  cost  estimates,  and  the  method 
of  PHA  inspection  of  the  work; 

(2)  PHA  need  for  the  technical  serv¬ 
ices  of  a  professional  architect/engineer 
in  planning,  designing,  and  implement¬ 
ing  all  or  part  of  the  proposed  moderniza¬ 
tion  program; 

(3)  PHA  plan  for  organizing  and  staff¬ 
ing  the  modernization  program ; 

(4)  PHA  performance  in  administer¬ 
ing  previously  approved  modernization 
programs; 

(5)  PHA  compliance  with  civil  rights 
statutes,  executive  orders,  and  regula¬ 
tions,  as  applicable,  under  §  868.4(1) ; 

(6)  Determination  of  the  applicability 
of  S  868.4(j) ; 

( 7 )  Resident  participation ; 

(8)  Determination  of  the  applicability 
of  HUD  regulations  and  other  published 
requirements  under  the  National  Envi¬ 
ronmental  Policy  Act; 

(9)  PHA  management  practices;  and 

(10)  Project  characteristics,  including: 

(i)  Occupancy  rate  for  the  project 

over  the  last  five  years  and  the  anUci- 
pated  occupancy  rate  after  completion 
of  the  proposed  modernization  program; 

(11)  Relationship  of  the  projects  to  the 
adjacent  neighborhood; 

(ill)  General  physical  condition  of  the 
project’s  systems  and  structures;  and 

(i)  Availability  of  community  services. 

(d)  Final  application. — Upon  notifica- 
cation  from  HUD,  the  PHA  shall  submit 
to  the  appropriate  HUD  office  the  final 
application  which  shall  contain: 

(1)  A  program  budget,  in  a  form  pre¬ 
scribed  by  HUD,  describing  each  Work 
Item,  amount  of  Modernization  Funds 
requested,  method  of  accomplishment, 
estimated  dates  for  starting  and  com¬ 
pleting  work,  and  a  summary  of  Work 
Items  by  project: 

(2)  A  work  program,  in  a  form  pre¬ 
scribed  by  HUD,  stating  the  estimated 
amount  of  Modernization  Funds  to  be 
expended  and  the  estimated  work  to  be 
completed  for  each  Work  Item  by  quarter 
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for  eight  quarters  (a  two-year  period) ; 

(3)  An  organization  and  staffing  plan, 
stating  the  proposed  OTganization.  staf¬ 
fing.  and  inspection  <rf  the  program; 

(4)  A  management  plan,  describii^ 
any  management  Work  Items  and  esti¬ 
mated  progress  by  quarter  for  eight 
quarters  (a  two-year  period)  where 
management  deficiencies  have  been 
identified  by  HUD. 

(5)  A  PHA  report  on  compliance  by 
the  local  governing  body  with  the  terms 
of  the  Co(^>erati(m  Agreement  and  any 
additional  services  or  facilities  that  the 
PHA  plans  to  request  from  the  local  gov¬ 
erning  body; 

(6)  A  resolution  by  the  PHA  Board  of 
Commissioners: 

(i)  Approving  the  program  budget,  the 
work  program,  the  organization  and 
staffing  plan,  and  the  managonent  plan; 
and 

(ii)  Certifying  that; 

(A)  The  PHA  will  comply  with  all 
policies,  procedures.  aiKl  requirements, 
prescribed  by  HUD  for  the  moderniza¬ 
tion  program; 

(B)  The  estimated  costs  of  the  mod¬ 
ernization  program  cannot  be  funded 
from  current  Operating  Funds; 

(C)  The  pnvosed  Work  Items  are  eli¬ 
gible  for  modernization  funding; 

(D)  The  amount  of  Modernization 
Funds  requested  represent  the  PHA’s 
best  estimate  of  the  costs  of  the  moderni¬ 
zation  program  described  in  the  final 
application; 

(E)  The  PHA  will  comply  with  civil 

rights  statutes,  executive  orders,  and 
regulations,  as  applicable,  under  i  864.4 
(i) ;  and  _ 

(F)  The  PHA  has  complied  with  HUD 
regulations  and  requirements  under  the 
Rood  Disaster  Protection  Act  of  1973  or 
that  such  regulations  and  requirements 
are  not  applicable. 

(7)  Environmental  data,  in  a  form 

prescribed  by  HUD,  under  procedures  to 
be  devdoped  by  HUD.  _ 

(e)  ACC  amendment. — After  HUD  ap¬ 
proval  of  the  PHA’s  final  application,  the 
PHA  shall  mter  into  an  ACC  amend¬ 
ment  or  an  ACC  to  obtain  Moderniza¬ 
tion  Funds. 

§  868.7  Contracting  requirements. 

(a)  Compliance  with  State  and  local 
law. — ^The  PHA  shall  comply  with  State 
and  local  law  applicable  to  bidding  and 
cmitract  award. 

(b)  PHA  agreement  with  architect/ 
engineer. — ^The  PHA  .shall  submit  the 
prcqx>8ed  agreement,  if  any,  in  a  form 
prescribed  by  HUD,  with  cm  architect/ 
engineer  for  technical  services  to  the  ap- 
prxmriate  HUD  office  for  review  and  ap¬ 
proval  before  executing  the  agreemmt. 

(c)  Bidding  documents. — ^The  PHA 
shall  submit  complete  plans,  drawings, 
specifications,  and  other  related  docu- 
mmts  for  each  proposed  modernization 
omtract  over  $5,000  to  the  appropriate 
HUD  office  fOT  review  and  cmproval  be¬ 
fore  inviting  bids. 

(d)  Contract  award. — ^The  PHA  shall 
submit  all  dociunents  relating  to  the 
proposed  award  of  modernization  con¬ 
struction  and  equipment  contracts  to  the 


am>ropriate  HUD  office  for  review  and 
awroval  before  making  an  award,  if  the 
amount  of  the  contract  exceeds  $10,000 
or  the  amount  included  in  the  latest  ap¬ 
proved  modernization  program  budget, 
whichever  is  lower.  The  Director  the 
HUD  (^ce  with  which  the  PHA  nor¬ 
mally  transacts  its  low-income  housing 
business  may  waive  the  requiremoits  of 
this  paragnmh  (d)  of  this  section  for  an 
individual  PHA  that  has  demonstrated 
satisfactory  performance. 

(e)  Contract  Changes  and  time  ex¬ 
tensions. — The  PHA  shall  submit  to  the 
appropriate  HUD  office  for  review  and 
approval  all  proposed  contract  changes 
which  increase  the  original  contract 
amoimt.  extend  the  date  for  completing 
woii:  by  more  than  30  days,  or  change 
the  approved  scope  of  the  work  by  add¬ 
ing  new  Work  Itms  or  lowering  the 
woik  quality  before  issuing  changes  to 
the  contractor. 

(f)  Contract  settlement. — ^Regardless 
of  the  amount  of  the  contract,  the  PHA 
shall  submit  all  documents  for  final  pay- 
ment  of  the  contractor  to  the  appropri¬ 
ate  HUD  <^ce  for  review  and  approval 
before  making  the  payment. 

§  868.8  Labor  provisions. 

(a)  Technical  wage  rates. — ^Under 
Section  12  of  the  Act.  the'PHA  and  its 
contractors  shall  pay  not  less  than  the 
wages  prevailing  in  the  locality,  as  deter¬ 
mined  or  adopted  (subsequent  to  a  deter¬ 
mination  under  iq>plicable  State  or  local 
law)  by  the  Secretary,  to  all  architects, 
technical  engineers,  draftsmen,  and 
technicians  employed  by  the  PHA  itsdf 
or  by  an  architMt/engineer  or  other  con¬ 
tractor  engaged  by  the  PHA,  for  a  mod¬ 
ernization  program. 

(b)  Davis-Bacon  Act. — Under  Section 
12  of  the  Act,  the  PHA  and  its  contrac¬ 
tors  shall  pay  not  less  than  the  wages 
prevailing  in  the  locality,  as  predeter¬ 
mined  by  the  Secretary  om  Labor,  under 
the  Davis-Bacmi  Act,  to  all  laborers  and 
mechanics  onployed  by  the  PHA  itself 
or  by  a  contractor  engaged  by  the  PHA 
for  modemiaation  work  or  contracts 
over  $2,000. 

§  868.9  Requests  for  Modernization 
Funds. 

To  request  Modernization  E^mds 
against  the  approved  modernization  pro¬ 
gram,  the  PHA  shall; 

(a)  Constilt  informally  with  the 
appropriate  HUD  office  as  to  the  amoimt 
of  Modernization  Funds  needed  for  the 
time  period  in  question,  the  immediacy 
of  need,  and  the  method  of  financing; 

(b)  Submit  a  request  to  the  appropriate 
HUD  office  for  only  the  amoimt  of  Mod¬ 
ernization  Funds  needed  for  the  time 
period  in  question  and  support  the  re¬ 
quest  with  a  written  justification,  in  a 
form  prescribed  by  HUD;  and 

(c)  Submit  the  latest  required  progress 
reports  under  $  868.10(b) ,  unless  the  first 
required  report  is  not  yet  due. 

§  868.10  Monitoring  and  evaluation. 

(a)  On-site  physical  inspections. — 
The  PHA  shall  provide,  by  contract  or 
otherwise,  adequate  and  competent 
supo-visory  and  inspection  personnel 


during  Modernization,  whether  the  work 
is  performed  by  contract  or  F\)rce  Ac¬ 
count  Labor  and  with  or  without  the 
services  of  an  architect/ engineer,  to  as¬ 
sure  work  quality  and  progress. 

(b)  Progress  reporting. — For  each 
quarter  until  completion  of  the  moderni¬ 
zation  program,  the  PHA  shall  submit,  in 
a  form  prescribed  by  HUD,  to  the  appro¬ 
priate  HUD  office: 

(1)  A  modernization  quarterly  prog¬ 
ress  report,  showing  the  PHA’s  actual 
performance  in  comparison  with  its 
planned  performance  contained  in  the 
modernization  work  program,  by  Work 
Item  for  each  project,  including  the 
planned  and  actual  expenditures  during 
the  preceding  quarter  and  cumulatively, 
and  the  work  planned  but  not  accom¬ 
plished. 

(2)  An  explanation,  including  the  rea¬ 
sons  for  the  deficiency  and  the  corrective 
actions  which  the  PHA  has  planned  or 
taken,  where  the  modernization  quar¬ 
terly  progress  report  indicates; 

(1)  An  overrun  of  10%  or  more  in 
actual  cumulative  expenditures  in  com¬ 
parison  with  plaiuied  cumulative  expen¬ 
ditures;  or 

(ii)  Any  work  planned  but  not  accom¬ 
plished  during  any  previous  quarter. 

(3)  A  narrative  report,  describing  the 
PHA’s  actual  performance  in  comparison 
with  its  planned  performance  contained 
in  the  modernization  management  plan, 
including  the  current  status  of  each 
management  Work  Item  and  an  explana¬ 
tion  if  no  progress  has  been  made. 

(c)  Conversion  of  previously  approved 
modernization  programs  to  progress  re¬ 
porting. — ^By  January  1,  1977,  any  PHA 
with  an  incomplete  modemi^tion  pro¬ 
gram  approved  before  July  1.  1974,  ^all 
submit,  in  a  form  prescril^  by  HUD,  to 
the  appropriate  HUD  office; 

(DA  modernization  work  program  for 
each  project  in  an  incompleted  modern¬ 
ization  program;  and 

(2)  Progress  reports,  under  paragraph 
(b)  of  this  section,  until  program 
completion. 

§  868.11  Revisions  of  the  modernization 
program  budget. 

The  PHA  shall  not  incur  any  modern¬ 
ization  cost  in  excess  of  the  total  ap¬ 
proved  modernization  budget.  The  PHA 
shall  submit  a  revision  of  the  moderni¬ 
zation  program  budget,  in  a  form  pre¬ 
scribed  by  HUD,  to  the  appropriate  HUD 
office  for  review  and  approval  if  the  PHA 
plans  (within  the  total  approved  mod¬ 
ernization  budget  )to: 

(a)  Delete  or  substantially  revise  ap¬ 
proved  Work  Items; 

(b)  Add  new  Work  Items;  or 

(c)  Incur  modernization  costs  in  ex¬ 
cess  of; 

(1)  10%  of  the  approved  budget 
amount  of  a  Work  Item;  or 

(2)  The  approved  budget  amoimt  for 
any  project. 

§  868.12  Revisions  of  the  modernization 
work  program. 

The  PHA  shall  submit  a  revision  of  the 
modernization  work  program,  in  a  form 
prescribed  by  HUD.  to  the  appropriate 
HUD  office  for  review  and  approval 
where  there  is; 
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(a)  A  revision  of  the  modernization 
program  budget; 

(b)  HUD  approval  of  an  extension  of 
contract  time,  extending  the  date  for 
completing  work  by  more  than  30  days: 
or 

(c)  A  HUD  determination  that  the 
PHA  is  not  properly  administering  the 
modernization  program,  is  not  exhibiting 
sufficient  progress  toward  completion  and 
by  reason  thereof  is  so  far  behind  sched¬ 


ule  that  woiic  cannot  be  completed 
within  the  two-year  period. 

§  868.13  Con^pletion  of  modemixation 
prognmu. 

Upon  completion  of  modernization 
programs,  the  PHA  shall  sulmiit  the  ac¬ 
tual  modernization  cost  certificate,  in  a 
form  prescribed  by  HUD,  to  the  appro¬ 
priate  HUD  office  for  review,  audit  veri¬ 
fication,  and  approval.  If  the  audited 
modernization  cost  certificate  indicates 
that  excess  funds  have  been  provided,  the 


PHA  shall  dispose  of  the  excess  fimds  as 
directed  by  HUD.  If  the  audited  modern¬ 
ization  cost  certificate  discloses  unau¬ 
thorized  expenditures,  the  PHA  shall 
take  any  action  that  HUD  may  direct. 

Issued  at  Washington,  D.C.,  July  26, 
1976. 

James  L.  Young, 
Assistant  Secretary  for  Housing, 
Federal  Housing  Commissioner. 
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